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Financial highlights 


Year ended December 26, 1976 and December 28, 1975 1976 1975 
SASS. diva ais aha GAA 8 Vo Gee Ge Sone nh cece ce cen tere ene ne $238,234,978 $261,326,735 
Consolidated income before extraordinary itemMS ............... 0 eee ee eee $ 559,057 $ 1,881,886 
Consolidated: net:income for year-: =... vss ce ee eee $ 2,153,708 $ 2,306,639 
Earnings per Class ‘‘A” and “B”’ shares 

Consolidated income before extraordinary items .................---008- $ 42 $ 1.40 

Consolidated net:income for year’. 22. ee ee eee $ 1.60 $ tere 
Dividends pald | sc scha closes wl cers eae re er eae $ 1,008,277 $ 1,075,496 

Rate per:Class “A” and Class “B” shares... sh.ac -) ne eee eee cre 1 § .80 
Consolidated retained earnings re-invested in business 

to dates cas SN yack ok hana aie ease ake 6 ee ce Oe oe $ 20,205,070 $ 19,059,639 
shareholders: equity... s5.:acrynnt-o. cass. “aan soe eee ce te ieee geese eee $ 27,546,387 $ 26,400,956 
Shares outstanding 

CLASS Aisin as sexu Swe ce ae ae iA Seta Carn ean nce tenes ee alee a 903,158 903,158 

Classe B® si esse ati wit oF Sate eta chara tras cee cat cree tea ee tee 441,212 441,212 
Equity per Class “A’’ and ‘“‘B” share 1 Sy oe ae aie ES eae $ 20.49 $ 19.64 
Debenturesioutstanding ess546 sien in coches ae ee a eee eee $ 6,025,500 $ 6,388,000 
Consolidated funds provided from operations .................ce cece ee eeee $ 3,618,320 $ 6,156,841 
Consolidated: working capital so. ib..ee ee ee eee ne $ 8,179,863 $ 5,110,055 
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Sh WOOD INDUSTRIES LIMITED 
and its Subsidiary Companies 


INTERIM STATEMENT OF CONSOLIDATED INCOME 
(not audited) 


Sales 


Less: 
Cost of materials and production expenses 
Solling, administrative and general expenses 
Depreciation and amortization 
Interest (including interest on short term debt 
976 « $215,760,; 1975 « $307,296.) : 


Consolidated income betore taxes & extraordinary tem 
1ax0s on Income; 


Currant 
Deterred 


Consolidated income before extraordinary item 
Extraordinary item 


Consolidated net income for period 


Earnings por Class "A" and “B" shares: 
Consolidated income betore extraordinary itom 


Consolidated net income for period 


2A Wooks Ended 
June 14, 1976 


$104,754,860, 


81,222,945, 
20,462,634, 
1,724,538, 


104,245,259, 
509,601, 


245,150, 
14,600, 


259, /50, 


249,851, 
225,696, 


i 475,547, 


18,60 


9,40 


2A Wooks Endod 
June 15,1075 


$115,538,577, 


86,508,644, 
25,048,194, 
1,722,922, 


819,908, 
114,099,668, 


1,438,909, 


730,007, 


25,626, 


5b 66 


683,274, 
99,584, 


$ 782,858, 


50,86 


INTERIM STATEMENT OF CHANGES IN 
FINANCIAL POSITION (not audited) 


SOURCE OF FUNDS: 
Operations 
JoONsisting Of: 
Consolidated income tor period before extraordinary item 
Add; 
Depreciation and amortization 
Dolorred Income taxes 


Total funds from operations 


Proceeds on disposal of fixed assets 
Including extraordinary item 


Procedds on disposal of goodwill net of 
Applicable income taxes 


Proceeds from receipt of term notes payable to 
bankers and mortgages payable 


Deferred income net of applicable deferred income taxes 


Decrease in sundry assets (net) 


APPLICATION OF FUNDS; 

Additions to the companies’ plant and equipment 

Dividends to shareholders 

Provisions for retirement of debentures and 
reduction of other deferred labilitios (net) 

Increase in sundry assets (Net) 

Purchase of goodwill 


Increase In Consolidated working capital 
Consolidated working capital, beginning of period 


Consolidated working capital, end of period 


24 Weeks Ended 
June 13, 1076 


$ 249,851, 


1,724,538, 
14,600, 


1,988,989, 
1,965,697, 
464,304, 


66,458, 
70,163 
SB5DA, 
_ 93,994, 105, 


2,127,710, 
537,748, 


641,095, 
115,060, 
42,000, 


463,619, 


HIO AD, 
5,110,055 


HD, 640, 5A7, 


24 Weeks Ended 
June 15, 1075 


$ 683,274, 


1,722,922, 
25,628, 


~ 2,431,824, 


453,738, 


2,674,880, 


§, 5,560, AA?, 


Aa 


2,103,468, 
537,748, 


1,876,727, 
249,200, 
68,000, 


act Naot 


4,895,218, 


725,224, 
2, B71,897, 


$0,807, O61, 


The consolidated sales of $238.234.978 fell short of 
the record sales of 1975 ($261 .326.735) by $23,091,757 
or 88 per cent. These figures include sales of 
$8.031.248 recorded by Royal Oak Dairy. Limited since 
our acquisition of control on July 31, 1976. 


The consolidated net income from operations of 
$559.057 represents 42¢ per issued share. 2 serious 
reduction from the recorded earnings of former years. 
Consolidated net income of $2.153.708 or $1.60 per 
issued share, includes net extraordinary earnings of 
$1,.594.651 arising from the sale of dairy properties in 
Alberta. Manitoba and Ontario. 


In reviewing the financial year in which both sales 
and eamings are significantly below the trends and 
achievements of previous years. we would like to 
review the factors which affected those returns. The 
planned divestment of the Company's dairy business 
in Saskatchewan in late 1975 and Alberta in 1976. 
resulted in a reduction of sales for Silverwood Dairies. 
The dairy sales of 1976 of $126.629.668 would repre- 
sent adecrease of $7,119,570 or 5.5 per cent over 1975. 
if this Western business is excluded in both years. Part 
of the sales decrease resulted from shifting a high 
proportion of our Ontario home service sales to inde- 
pendent distributors in the fall of 1975. The latter sales 
are recorded as wholesale. This action, including attn- 
tion of home service volume, resulted in a loss of 
reported sales of approximately $6.000,000 in 1976. 


It should be stated that fluid dairy sales have shown 
a decline in Ontario since May 1976, primarily due to a 
price war among supermarkets, with particular em- 


1 


phasis on the stable products. The ice cream division 
sales gallonage decreased because of an extremely 
cold summer across the country during 1976. As well, 
ice cream packaging was converted to metric size 
during the year involving smaller comparative units 
being marketed, which also tended to reduce sales. 


The same market conditions have also had a soften- 
ing effect on the sales of Mac’s Convenience Stores in 
their Ontario operations, as well as on Bantam Stores, 
the convenience store division of Royal Oak. Neverthe- 
less, Mac’s overall sales increase of 7.7 per cent is a 
very positive sign in an extremely difficult market- 
place. 


With all factors combined, the overall impact on 
production and distribution costs within Silverwood 
Dairies has been severe. It has resulted, for the first 
time, in asubstantial operating loss in the Dairies divi- 
sion, while the Mac’s convenience store profits were 
just below those of 1975. 


In our report to you a year ago, we reiterated the 
concerns and predictions for the food sector of the 
Canadian economy entering into a period of food price 
uncertainty and instability. We did not foresee the 
calamitous combination of factors which eventually 
depressed the total Canadian food marketplace. 
World market factors, extremely cool weather condi- 
tions, continuing high unemployment and severe 
pressures imposed by anti-inflation techniques which 
tended to upset the delicate balance of the food mar- 
ketplace — these have all combined to bring about 
present conditions. 


This depressed food marketplace has been a major 
factor in allowing the Federal Government to claim 
success for its program of anti-inflation controls 
within the economy. The food sector and particularly 
the dairy industry, has been repressed in passing 
through its increases in wage and energy costs. This 
has had a moderating effect on the consumer price 
index, which has led to greater acceptance by the 
population at large of wage and salary controls. 


Major food retailers, being few in number, occupy a 
powerful and responsible position in a country such as 
Canada, with its relatively small population spread out 
over a vast geographic area. Within this last year, beset 
by pressures from all sides in the need to control 
inflation factors, these retailers have allowed them- 
selves to become engaged in competitive practices 
which are injurious to the health of the Canadian food 
economy in the long run. Those competitive condi- 
tions are welcomed, of course, by an unthinking popu- 
lation and condoned by government authorities be- 
cause, shortsightedly, it helps the attainment of their 


immediate political and economic goals. It does 
nothing, however, to assist the long-term process of 
educating the Canadian public to learn to live within its 
means. These practices over time will serve to reduce 
the ability of Canadian food producers, processors 
and distributors, to continue to give the Canadian pub- 
lic the standard of living in food commodities to which 
they have become accustomed. 


In our reports to you over the last few years, we have 
tried to convey the thinking of your Board and Man- 
agement on the actions being taken by them to change 
the direction of their capital investment. We have rec- 
ognized with concern the lack of a proper return on 
equity being produced by the dairy operations. Thus, 
much time and effort has been expended to centralize 
production operations, increase efficiency and reduce 
fixed capital involvement. The inflation spiral within 
the economy over this last five years has in itself 
consumed capital with rising replacement costs of 
equipment and indeed rapidly escalating inventory 
and accounts receivable needs. 


These concerns brought about the decision, after 
study, to sell the dairy operation units in Saskatch- 
ewan, Alberta and Golden and Invermere, British 
Columbia. 


Management has been encouraged to continue to 
seek out methods of reducing the capital base within 
Dairies, so that a proper return on its investment can 
be obtained. We anticipate a great deal can still be 
achieved through internal restructuring. 


It is becoming evident that the fundamental 
strengths of Silverwood lie in the retailing sector. You 
will have noted a continuing emphasis on our expan- 
sion in the retailing segments of our business, which is 
proving both profitable and rewarding financially. 
Both Baskin-Robbins stores and Mac’s Convenience 
Stores Limited continue to grow as planned, with 
future prospects for both looking very bright indeed. 


It was with this background of success in retailing 
that action was taken on July 31, 1976 to acquire the 
controlling interest of Royal Oak Dairy, Limited, Hamil- 
ton, Ontario with its 52 stores. In our operations re- 
view, we have tried to outline the background and 
strengths of this operation for you. The major interest 
was the acquisition of Astro Variety stores and of the 
Bantam convenience store operation, with strong 
Hamilton community involvement. 


What then are the immediate prospects, together 
with those of the longer term, for Silverwood Indus- 
tries Limited? As we have reiterated in the past, the 
strength of any organization lies within its people and 


its financial base. These past few years, and particu- 
larly this past year, have fully tested the abilities not of 
only the management staff, but also the loyalties, 
tenacity and ingenuity of every employee, dealer, dis- 
tributor or franchisee, whether he be located in pro- 
duction facilities of milk, ice cream or orange juice; or 
engaged in sales and distribution operations from the 
same production plants, or in the many distribution 
depots across the country; or carrying on an entre- 
preneurial role in distributing dairy products in 
assigned areas, whether as a franchise distributor or 
an employee of same; or using his talents to manage 
convenience store operations, either as a contracted 
or franchise dealer or employee of same; or giving fun 
and pleasure to customers as an ice cream store 
employee under the capable management of the 
many ice cream store franchisees. 


Let me assure you, these people have not been 
found wanting. We are extremely proud of the effort 
put forth on your behalf by all Silverwood staff across 
Canada. Thus, they are more than capable of leading 
the organization into greater achievements in the 
years ahead. 


With the restructuring and reduction of our capital 
base in Dairies, we have achieved significant progress 
in the strengthening of our working capital position. 
Note should be made of the increased consolidated 
working capital position at the year-end of $8,179,863, 
an increase through the year of $3,069,808. This in- 
crease coincides with the purchase of Royal Oak 
Dairy, Limited, together with the expansion in 
Baskin-Robbins of 10 stores and the expansion within 
Mac’s of 56 stores. 


Total sales for the entire organization are fully ex- 
pected to reach record heights in 1977. It is anticipated 
that the severe pressures of the maketplace will ease 
somewhat, particularly in the latter half of the year, 
thus allowing for improvements in the Silverwood 
Dairies division in both sales and profitability. Al- 
though the dairy economic climate varies from pro- 
vince to province, extensive internal cost-cutting 
through the latter half of 1976 is expected to restore 
partial profitability in 1977, which is still not at a satis- 
factory rate for long-term financial returns. 


Mac’s Convenience Stores Limited anticipate the 
normal growth rate of the past few years. The Ontario 
market results will depend on the extent of the easing 
of the price war in the basic foods. The Quebec opera- 
tion however, commenced in mid-1975, continues to 
grow to maturity and is expected to reach profitability 
late in 1977. The Alberta marketplace has been particu- 
larly gratifying with increased sales volume, store 
count and profitability. 


The sales and financial earnings of Royal Oak for the 
full year will be recorded in our own 1977 operations, 
thus increasing our earnings proportionately. Al- 
though no major growth has currently been planned, it 
is anticipated that Royal Oak will repeat its most satis- 
factory financial year of 1976. 


At a meeting of the Board of Directors in October 
1976, it was felt prudent to reduce the quarterly 
dividend to 15¢ payable January 1, 1977. A further 
15¢ quarterly dividend, payable April 1, 1977, was 
authorized in February. While it is anticipated the 
slump in operating earnings will be of short duration, 
the action was taken to protect the financial base of the 
Company. The policy is being reviewed on a quarterly 
basis and future decisions will be transmitted to you. 


As we noted earlier, 1976 has been avery trying year 
for all segments of the Silverwood organization — the 
shareholders, the employees and management. We do 
want to acknowledge again the great support of the 
employees and people affiliated with our Company. 


Although 1976 has been a disappointing year for all, 
we remain convinced that the strength inherent in the 
Company will become increasingly more apparent, 
and that the future prospects for growth and profitabil- 
ity will materialize in a positive fashion in both 1977 
and the years ahead. 


Chairman of the Board 
President and 
Chief Executive Officer 


FINANCIAL YEAR IN REVIEW 


This report includes the financial statements of Sil- 
verwood Industries and its subsidiaries for the 52 
weeks ended December 26, 1976. The statements for 
Royal Oak Dairy, Limited are included in the consoli- 
dation, reflecting operations for the period from July 
31, 1976, the date of acquisition, to their year-end, 
December 31, 1976. As of December 26, 1976, Silver- 
wood Industries held approximately 60 per cent of the 
share equity of Royal Oak. 

Early in 1976, the Alberta business of Silverwood 
Dairies Limited was sold, as well as anumber of Dairy 
properties in Alberta, Manitoba and Ontario. The fi- 
nancial statement reflects total proceeds from these 
transactions of $4,261,030 on sales of fixed assets 
and $467,997 from sale of goodwill. Extraordinary 
gain on the sale of properties was $1,594,651. 


Sales and Income 


Operating earnings of $559,057 in 1976 represent 
42c per share, compared with $1,881,886 or $1.40 per 
share in 1975. Silverwood Dairies, for the first time, 
operated at a substantial loss, while the convenience 
store division was just below 1975 results. Earnings 
of Royal Oak Dairy, Limited of Hamilton, Ontario, are 
included in 1976 operating earnings in the amount of 
$95,550, representing the equity held by Silverwood 
Industries Limited for the last five months of the fiscal 
year. 


Annual consolidated sales for 1976 were 
$238,234,978 compared with $261 ,326,735 in 1975, a 
decrease of 8.8 per cent. A comparative breakout of 
sales for the two year period is as shown in the 
table below. 


SALES SUMMARY 


Dairies Division 
Silverwood Dairies 
Royal Oak Dairy (5 months) 


Convenience Store Division 
Mac’s Convenience Stores 
Bantam & Astro Stores (5 months) 


Dairy sales to Convenience Stores 


Total consolidated sales 


Cost of sales as a percentage of sales for consoli- 
dated operations increased from 75.76 per cent in 
1975 to 77.96 per cent in 1976, an increase of 2.2 per 
cent. The cost of sales in Dairies increased in the 
order of 4.0 per cent, while there was only marginal 
change in the cost of sales of the convenience store 
division. The most important factor in the dairy opera- 
tions was the complete inability to match cost in- 
creases with offsetting price increases. Market condi- 
tions, particularly in Ontario, precluded the adjust- 
ment of selling prices to totally offset cost increases. 

Selling, administrative and general expenses on a 
consolidated basis, show a decline of 1.41 per cent to 
19.23 per cent of sales in 1976, as compared with 
20.64 per centin 1975. Depreciation and amortization 
expense increased as a percentage of sales from 1.54 
in 1975 to 1.62 in 1976, despite a decrease in the 
actual expense from $4,016,608 in 1975 to $3,862,075 
in 1976. 


‘Capital Expenditures 


Of the fixed asset additions of $5,352,000, the 
largest category represented new store openings in 
the amount of $2,300,000. There were no significant 
capital projects in the Dairies division excepting the 
Vancouver Ice Cream Plant addition, which was near- 
ing completion at year end and which will have a total 
cost of approximately $1,000,000. The balance of cap- 
ital items largely represented replacement and deliv- 
ery equipment. 


Per Cent 


1976 1975 Change 


$126,629,668 $165,643,248 (23.5) 


3,527,239 — 
$130,156,907 $165,643,248 (21.4) 
$128,368,432 $119,159,687 ei 
5,303,037 — 
$133,671,469 $119, 159,687 1232 
$ 25,593,398 $ 23,476,200 
$238,234,978 $261,326,735 (8.8) 


Balance Sheet Position 


The restructuring of the Dairies division has re- 
sulted in certain fixed assets (land, buildings and 
equipment), being in excess of the Company’s re- 
quirements. Provision has been made for a separate 
item on the balance sheet listing the assets held for 
sale, and these are carried at the lower of cost less 
accumulated depreciation or estimated realizable 
value. Land, buildings and equipment held for sale, 
for which the Company has agreements of sale 
effective in 1977, have been classified as a current 
asset. Subsequent to year-end, the Company sold 
two of these properties in Edmonton, Alberta, result- 
ing in an extraordinary gain of $1,520,000 net of in- 


Auditors’ report 


come taxes, which will be reflected in the 1977 finan- 
cial statements. 

Despite poor operating earnings in 1976, the 
rationalization of the Company’s operations through 
sale of unprofitable business segments and redun- 
dant properties, has resulted in total earnings, includ- 
ing extraordinary, of $1.60 per share. Working capital 
was increased during the year by $3,069,808. These 
transactions have resulted in a structurally sound 
balance sheet. The equity per share now stands at 
$20.49, working capital is $8,179,863 and the debt to 
equity ratio (excluding deferred taxes, deferred in- 
come and minority interest) is 1 to 1.85. The Company 
is, therefore, in an excellent position to take advan- 
tage of its future business opportunities. 


To the Shareholders of Silverwood Industries Limited. 


We have examined the consolidated balance sheet of Silverwood Industries Limited as at December 26, 1976 
and the consolidated statements of income, retained earnings and changes in financial position for the year then 
ended. Our examination of the financial statements of Silverwood Industries Limited and those subsidiaries of 
which we are the auditors was made in accordance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as we considered necessary in the circumstances. We have relied on 
the reports of the auditors who have examined the financial statements of Royal Oak Dairy, Limited and its wholly 
owned subsidiaries. 


In our Opinion, these consolidated financial statements present fairly the financial position of the company as 
at December 26, 1976 and the results of its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles applied on a basis consistent with that of 
the preceding year. 


Clarkson, Gordon & Co. 
Chartered Accountants. 


London, Canada. 
February 16, 1977. 
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Silverwood Industries Limited (Incorporated under the laws of Ontario) 


Consolidated balance sheet 


December 26, 1976 (with comparative amounts at December 28, 1975) 


December December 
Assets 26, 1976 28, 1975 
Current: 
OF: () 9 oe enter ee Sa mr eRe THE ir Oo RMR AE fo a wee oe $ 468,452 $ 181,081 
Marketable securities— at cost (which Soar inates market value) ......... 1,096,616 750,000 
Trade accounts and other receivables<- 3.2.12... .. 2 ee 13,879,831 14,575,656 
Inventories: (note 1(C))S.28 48) tame ce Oe ee es eo oo ee 16,694,112 14,907,612 
Prepaid expenses 4.208 - 0. ehies ose oes 6 a ee eee 1,460,790 1,256,399 
Land, buildings and equipment held for sale 
(notes T(d) aNd 11) ewe oe os ee te es eee ee 951,840 
Total'currenttassets: < ae. 5. cea een a) ee 34,551,641 31,670,748 
Land, buildings and equipment held for sale (note 1(d) ) ...............00008. 1,075,298 
Fixed —(notes 1(e) and 3) 
Land, buildings, equipment and leasehold 
ImprovementS—al COST SA siicc cs oR eee ee 63,635,517 66,416,959 
Less accumulated depreciation and amortization ............5.........5. 33,629,689 35,030,767 


30,005,828 31,386,192 


Sundry: 
Deferred receivables and other assetS ............. 0... cece cece cece eeeueas 1,541,855 1,580,109 
Goodwill (note 1: (8) 3 xc coss sts oe See See ee eee 5,810,930 6,135,240 
Expenses in connection with debentures 
issued, less amortization . <2. si: <tr de 212,253 234,253 


7,565,038 7,949,602 


$ 73,197,805 $ 71,006,542 


Director ae a 


On behalf of the Board 


: A ee j . December December 
Liabilities and shareholders’ equity 26,1976 28, 1975 
Current: 

CRON AIKEN S Me Mes de i a, acces ne A eg tae Seis SR aes SRS MO $ 5,920,426 $ 2,737,407 

Accounts payable—milk and cream producers ...............000-2eeeeeee 4,514,262 6,061,482 

Siner accounts'payable and accrued charges .........c0.esceseesevensvus 12,696,016 14,244,174 

Re NUE EXC SAV A Ou mean tet ren mcli-ant tam tele arciic? a x ES Sad a foe’ «mT ER Ura Me 468,834 1,342,101 

Pe eM CLS CLARO CHALE (9a Sel aia of asin ROL A EN LAS ate SARs oS. 201,575 268,768 

Principal instalments on debentures and other 

Lerrmnlabilities GUC: WITHIN ONE YEars wc. 0.6 cece Set ce cece ween eee wees 2,570,665 1,906,761 
PROF AC RINE teu ON NLC Seee nce RC eee ote sour ais hin Giksas, cx uc cickiahwmew set SeelS. A Wieak Seues 26,371,778 26,560,693 
Debentures payable and other term liabilities 

OR IATA TC) me tae se ene ae Fe Sead ged Aede LAG DEER EP ETAL 14,903,941 13,440,267 
Deferred: 

Meme MC LAXCS(MOLC a1 (O)) 0) i peste desc ai tee Slal ois daar gees sabe weud es BS ee ai er er 3,153,950 4,206,000 

ere NO COMUNE Lena nee tn thc Me Plaine eri aw gnc a's sa ob sd we ea kee o 2% ORS 360,781 358,833 

3,514,731 4,564,833 
PemeauIMLCrest (NOTES 1(A):aN 2)) oc gec ysy sn nab ed eens see e eae ge wees e 860,968 39,793 
Shareholders’ equity: 
Capital — 
Class ‘‘A”’ shares without par value entitled to cumulative, preferential 
dividends of 60¢ per share per annum, payable quarterly, and after 
the Class ‘“‘B”’ shares have received 60¢ per share in any one year to 
further participation rateably with Class ‘‘B”’ shares; entitled in 
liquidation to a priority of $15 per share — 
Class “B” shares without par value 
Class ‘‘A”’ Class “B” 
Authorized 1,000,000 shares 500,000 shares 
Issued 903,158 shares 441,212 shares 7,341,317 7,341,317 
Consolidated retained.earnings (note 5) occ... os ces ete ce eee nee es 20,205,070 19,059,639 
ihotal shareholders equity 40.uskn..e eat. eo ee ee ee Se 27,546,387 26,400,956 


$ 73,197,805 


(See accompanying notes) 


$ 71,006,542 


Silverwood Industries Limited 


Consolidated statement of income 


YEAR ENDED DECEMBER 26, 1976 December 
(with comparative amounts for the year ended December 28, 1975) 26, 1976 
SACS onde wie dd ecew eis ek oli 5 ope ye Uevnnns e SE a nactice WSIGU ne OS Te $238,234,978 
Less: 
Cost of materials .and:production:expenses:. 45.422. aces eee 185,733,318 
Selling, administrative and general expenses ........... 00. cece eee ee eee 45,802,398 
Depreciation-andiamorntization. 25.) 2a «.ca4) ccs 55 aay. 2 ee eee 3,862,075 
Interest (including interest on short term debt— 
December 26, 1976 — $352,932; December 28, 1975—$472,975) .......... 1,674,680 
237,072,471 
Consolidated income before taxes, minority interest and extraordinary items .. 1,162,507 
Taxes on income: 
CUTIO ils sec hs ee ne a ed ee ee 1,427,600 
DO ferred ire so sptrbphe gata ce ea shack, ccaib? a lersc eck n auacel iin ea oa (897,300) 
530,300 
632,207 
Minority interest: 25.255 4. assis ohn yt des, ace ay cecal ee 73,150 
Consolidated income before extraordinary items .................0.0.200ee: 559,057 
Extraordinary items (mote:7) 5 sanecdes fc the ce 1,594,651 
Consolidated net income for year. (note 1(a) ). eee. oer eet $ 2,153,708 
Earnings per Class ‘‘A”’ and ‘‘B”’ shares: 
Consolidated income before extraordinary items ................0.. ee eae $ 42 
Consolidated net income:tor year ... 722 see ee $ 1.60 


Consolidated statement of retained earnings 


Year ended December 26, 1976 
(with comparative amounts for the year ended December 28, 1975) 


December 
26, 1976 


Balancesbeginmintgior yealecce ee veneer eae emis cick ak $ 19,059,639 


Add consolidated net income for year (note 1(a)) «1... .. cc eee 2,153,708 
21,213,347 
Deduct: 
Dividends declared (75¢ per share in 1976 and 80¢ per share in 1975)— 
Class Ar aids 4 Su wizte oBeain & eatteas etch che OO ee ee re re COs Cae 677,368 
(@1 Fotis = SMe Se Ale an MR cee SIA ae nen AEA dey Seep. eee ie hE! Oe eel 330,909 
1,008,277 


Balanceyend Of year geno 5 ci. ca eee nine on acne ee en a $ 20,205,070 


(See accompanying notes) 
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December 
28, 1975 


$261 326,735 


197,972;970 
53,925,896 


4,016,608 


1,686,124 


257,601,598 


3,725,137 


1,574,000 
262,000 


1,836,000 


1,889,137 


T5254 


1,881,886 


424,753 


$ 2,306,639 


1.40 


deve 


December 
28, 1975 


$ 17,828,496 


2,306,639 


20,135,135 


722,526 
352,970 


1,075,496 


$ 19,059,639 


Silverwood Industries Limited 


Consolidated statement of changes in financial position 


Year ended December 26, 1976 
(with comparative amounts for the year ended December 28, 1975) 


Source of funds: 
Operations — 
Consisting of: 
Consolidated income before extrordinary items ..................00005 
Add: 
Depreciation and amortization 
re Rene Clalit CON CLAS e teammates ccc sh cl .cScclere col(ienacts fay wast aiid ape nigh Nissivae din, « 
PIM VMIMISLO SUA TC Ummm ene iin soit e Sao ch Gc, Shaye ace w nis «6: a, hile wo GUaPagapipmvparonaet bes 


Receipt of term notes payable to bankers and mortgages payable .......... 
Disposal of fixed assets including extraordinary items ..................00- 
Prsposal Or Goodwill Nel OLinCOme taxes: a. 6 ces natelee een ce cuds Sennen een eens 
Deferred income net of income taxes 
Reclassification of land, buildings and equipment 

meicmOmsalc. tO CurTeMt assets (NOlE 1(G)) i... 25 ss oe ole wens eud ave ce ebes 
Net working capital acquired on purchase of 

Royal Oak Dairy, Limited (note 2) 


Application of funds: 

ORIN FCAT X COAG SE (San cue ware aii aw tees eewke MBs a hae See owes eae: aaa! eee 
Peres tOr sale inO| lS aa ite its ects, eens eo a Aedes 8, o aie Wintec mia 
Provision for retirement of debentures and 

reduction of other term liabilities (net) 
Increase (decrease) in sundry assets (net) 
Ree SOTO LIC OOCWI heer fee cee ee ny ange rr el eet Seb SE a Seg arc 2 ye ies ein ose l o 
Costs related to sale of Alberta business and 

consolidation of operations in Ontario 


Micreaseuimeonsoldated WOrking Capital. 5. oa wok eee ss elt we Mele we 
Sonsoldated working capital, beginning oLlyear 22.4.2. 65. tee sete aes 


Consoldaied Working Capital, CNd Of Veale... 225 cee. su os pte ae one ben aiete 


Represented by: 


REAM ed USS OS ee etre Sie ern ee tay ence cae Set seas Peed eee tg ence 


RO PEON EOTIC LESS Renee rn aoe eee er Rs che ol yee em a Pi nites MO hae tn, odcan Siro Soke tneeh 


Consolidated working capital 


(See accompanying notes) 


December December 
26, 1976 28, 1975 
559,057 $ 1,881,886 

3,862,075 4,016,608 
(897,300) 262,000 
94,488 (3,653) 
3,618,320 6,156,841 
2,581,223 3,568, 798 
4,261,030 1,403,584 
467,997 194,627 
1,948 171,033 
951,840 
296,571 
12,178,929 1.12501-683 
$ 5,351,680 $ 4,482,627 
1,008,277 1,075,496 
2,441,110 3,234,642 
(138,911) 192,700 
99,400 78,000 
347,565 
9,109,121 9,063,465 
3,069,808 2,438,218 
5,110,055 2,671,837 
$ 8,179,863 $ 5,110,055 


$ 34,551,641 $ 31,670,748 
26,371,778 


26,560,693 


$ 8,179,863 $ 5,110,055 


Silverwood Industries Limited 


Notes to the consolidated financial statements 


December 26, 1976 


1. Summary of significant accounting policies 


The consolidated financial statements present the financial position, results of operations and changes in financial position 
of the company in accordance with generally accepted accounting principles applied on a consistent basis. The more 
important accounting policies are summarized as follows: 


(a) Principles of consolidation 


The accompanying consolidated financial statements include the accounts of all subsidiary companies in which Silver- 
wood Industries Limited or its subsidiaries owned an equity interest in excess of 50% at the respective fiscal year ends with 
appropriate provision for minority interests. 


(b) Definition of fiscal year 


Silverwood Industries Limited’s fiscal year ended in 1976 on December 26 and in 1975 on December 28. Each of these years 
comprised 52 weeks. The accounts of the subsidiary companies purchased in 1976 are on a calendar year basis. 


(c) Inventories 


Inventories are valued at the lower of cost and net realizable value. Cost is determined by the retail method (retail price less 
normal margin) for convenience stores inventories and the first-in, first-out method for dairy division and supplies 


inventories. 
Inventory values are as follows: December December 
26, 1976 _ 28, 1975 
Convenience Stores cc incc ocak oon ecg fen eee eee $ 9,754,511 $ 6,512,069 
Dairy GIVISION Saar RoI Foo ore fei sce aes eh rc Gate eee oe 2,864,016 3,249,136 
SU PDH GS ayes ctr scantie ohn doe Bs Soe os lam, ws beac ct ene es alee greg ee ee 4,075,585 5,146,407 


$ 16,694,112 $ 14,907,612 


(d) Land, buildings and equipment held for sale 
Discontinued facilities held for sale are carried at the lower of cost less accumulated depreciation and estimated realizable 
value and are shown as a separate item in the balance sheet. Land, buildings and equipment held for sale for which the 
company has agreements of sale effective in 1977, have been classified as a current asset. 


(e) Fixed assets 


Fixed assets are carried at cost and depreciation and amortization is provided primarily on a straight line basis using rates 
that will charge operations with the cost of these assets over their estimated useful lives. When fixed assets are sold, the 
related cost and accumulated depreciation or amortization are removed from the respective accounts and any profit or loss 
is reflected in the consolidated statement of income. Expenditures for repairs and maintenance are charged to income as 
incurred. Rates in use are as follows: 


Estimated 

useful life 
olUT elite pete aa ae Ap MRR ieh ene epee rene ren Se Sr eye ce 4 3 20-50 years 
Machinery andiequipimentiov-.-4...2s tect ont rs ae eee 10 years 
Merchandisingrequibpment) <2 sitemeter ee 12 years 
Delivery equipmentirr. cs Acura yoke ete en eee nae 7 years 
Leasehold. Improvements =.<:5. ene neso ceeenr tere ae eer term of lease 


(f) Goodwill 


Goodwill, arising from the excess of purchase price of subsidiaries over the net book value of the underlying assets and 
purchased goodwill, acquired prior to January 1, 1974, is carried at cost, less net proceeds from any disposals. Pre-1974 
goodwill has been allocated by management to certain geographic areas. The net proceeds on disposal of goodwill reduce 
first the cost of goodwill in the related geographic area, then any proceeds in excess of cost are accounted for as an 
extraordinary item in the income statement. 


Goodwill acquired after December 31, 1973 is being amortized on a straight line basis over periods of five to ten years. 
Amortization for 1976 and 1975 amounted to $48,004 and $41,351 respectively. 


(g) Deferred income taxes 


The company follows the tax allocation method of accounting. The deferrals arise substantially from the company claiming 
capital cost allowance for income tax purposes in excess of depreciation and amortization charged to consolidated 
income. 


(h) Franchise fees 
Franchise fees are taken into income over the term of the franchise agreement on a straight-line basis. 
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2. Acquisition 


During the year the company acquired for cash 58.6% of the shares (90.1% of voting control) of Royal Oak Dairy, 
Limited (Royal Oak). The assets and liabilities of Royal Oak and its wholly-owned subsidiaries are included in the 
accompanying consolidated balance sheet at December 26, 1976, and the results of its operations are reflected in the 
consolidated statement of income from July 31, 1976, the date of acquisition. 


The cost of Royal Oak shares compares with the consolidated book value of the assets and liabilities of Royal Oak at 
the date of acquisition as follows: 


Adjustment of tangible assets to fair value 


Total cost to Silverwood Industries Limited 


$ 3,325,963 
Lo70;721 


1,755,242 


726,687 


1,9028;59509 


489,400 


$ 1,517,955 


The net assets of Royal Oak at fair value as at the date of acquisition and the long-term note payable incurred to 
finance the purchase of shares were included in the consolidated statement of changes in financial position in the 
following categories: 


Long-term note payable to bankers incurred to 
finance purchase of shares 


Net non-current assets acquired: 


Fixed 


Less non-current liabilities assumed: 


Deferred income taxes 
Other term liabilities 
Minority interest 


Working capital acquired 


Less principal instalments on term note 


payable to bankers due within one year 


Net working capital acquired 


3. Fixed assets 


The major categories of fixed assets at December 26, 1976 are as follows: 


LENAYG! 30 6 2 
Buildings 


Machineryrand CQuipMents. 2 Sec snes 
Merchandising equipment................... 
Deliveryreqtinmen tase, 28 Sak. Aso addi e doh 
Eeasehold improvements 2.0.8 2220.0 .285. 22eh 


Cost 


$ 1,800,139 
9,784,516 
18,415,908 
20,744,757 
8,549,995 
4,340,202 


$ 63,635,517 


Accumulated 
depreciation 


$ 2,450,846 
12,776,248 
10,654,494 

6,403,409 
1,344,692 


$ 33,629,689 


1,760,470 
100,657 


1,860 127, 


107,450 
123,561 
726,687 


957,698 


Net book 
value 1976 


$ 1,800,139 
7,333,670 
5,639,660 

10,090,263 
2,146,586 
2,995,510 


$ 30,005,828 


$ 1,400,000 


903,429 
496,571 
200,000 
oS 296:571 


Net book 
value 1975 


$ 2,303,464 
9,295,116 
5,880,231 
8,706,000 
2,761,096 
2,440,285 


$ 31,386,192 
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4. Debentures payable and other term liabilities December December 


26, 1976 28, 1975 

7'/4% sinking fund debentures Series A, due July 5, 1986 
(sinking fund payment of $400,000 per annum) $ 6,025,500 $ 6,388,000 

Term notes payable to bankers at prime plus 1% interest, 
due 1977 to 1982* 10,051,081 7,670,018 
8%-11% mortgages payable 1,065,426 1,036,238 
Other (lease deposits) 332,599 20a.the 
17,474,606 15,347,028 


Less portion due within one year included in current liabilities 
(net of debentures redeemed in advance) 2,570,665 1,906,761 


$ 14,903,941 $ 13,440,267 


Aggregate non-current maturities and sinking fund requirements are as follows: 


Year ended Amount 
December 31, 1978 $2,013,207 
December 30, 1979 1,904,716 
December 28, 1980 . 2,287,878 
December 27, 1981 2,503,118 
Subsequent years 6,195,022 

$ 14,903,941 


*Term notes of two subsidiary companies for $8,951,081 are secured by floating charge debentures on 
the assets of those subsidiaries. 


5. Restrictions on payment of dividends 


Under the provision of the Trust Indenture securing the 7'/4% sinking fund debentures, the company cannot declare or 
pay dividends (other than stock dividends and dividends at the rate of 60¢ per share per annum on the outstanding 
Class ‘‘A”’ shares of the company) when: 


(a) consolidated net current assets (as therein defined) of the company and its designated subsidiaries are less than, or 


would thereby be reduced to less than $2,500,000, and 


(b) the consolidated retained earnings of the company and its designated subsidiaries will be less than the lesser of 75% 


of the principal amount of all funded obligations of the company and its designated subsidiaries or $7,500,000. 


6. Lease agreements and commitments 
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(a) Lease agreements 


Silverwood Industries Limited and its subsidiary companies have entered into agreements to lease equipment and 
properties for various periods up to 1995 at total maximum aggregate net rentals of approximately $47,060,000. 
Minimum annual net rentals which will be charged to consolidated operations in the ordinary course of business in 
subsequent years for leases in effect at December 26, 1976 are as follows: 


January ilo 7 Osteen ees $ 6,870,000 
Decembercsil ml OVS eee eee 6,410,000 
December sO Sole a eee 5,789,000 
December 261980). cue trae ee 5,358,000 
December 27, 419Sie..0 2... seer eee 4,858,000 


Certain of these leases provide for additional rent based on sales. 


(b) Pensions 


Actuarial estimates of the company’s liability in respect of past service pension benefits not provided for in the 
attached consolidated financial statements amounted to approximately $669,000 as at December 26, 1976 and 
$708,000 as at December 28, 1975. 


The company accounts for current pension costs on an accrual basis and past sevice costs on a cash basis in 
accordance with funding recommended by the company’s consulting actuaries and as approved under the Pension 
Benefit Act of Ontario. It is the intention of the company to provide for and pay this liability over a period not exceeding 
the next thirteen fiscal years. 


7. Extraordinary items 


The extraordinary items consist of gains on sale of discontinued facilities less costs related to the sale of the Alberta 
business and the consolidation of operations in Ontario. These extraordinary items are as follows: 


December December 
26, 1976 28, 1975 


Gain on sale of discontinued facilities and goodwill (less income taxes 

of $49,000 and deferred income taxes recoverable of $92,200 in 

1976 and deferred income taxes recoverable of $56,000 in 1975) ............ $ 1,942,216 $ 424,753 
Less costs related to sale of the Alberta business and consolidation 

of operations in Ontario (less income taxes of $116,544 and deferred 

Mcomenteaxes recoverable ot S170000) 7. eaks aod. bos ctu pay oates eee cee 347,565 


$ 1,594,651 $ 424,753 


8. Other statutory information 


(a) Remuneration of directors and senior officers 


Aggregate direct remuneration paid or payable by the company and its subsidiaries to directors, who act only in that 
capacity, and senior officers, some of whom act as directors of the company but do not receive additional remunera- 
tion as such as defined by Section 178(11) of The Business Corporations Act of Ontario, amounted to: 


December December 
26, 1976 28, 1975 
ULL AGKS COTS es ter aks BARE ses ep See $ 23,400 $ 21,200 


SETA) (OL OLLIE Se A Fen getline Me de a oe 452,025 459,003 
$ 475,425 $ 480,203 


(b)Classes of business 
The company has determined that the classes of business contributing in excess of 10% of sales in 1976 were as 


follows: 
December 26, 1976 December 28, 1975 
Dollars Percentages Dollars Percentages 
CONVENICNCESltOlOS csi csac fs dae 4 cies bis eee $133,671,469 56.1% $119,159,687 45.6% 
DAI IC Sateen re PAN ccc eee, Re TREN artesian CE 130,156,907 54.6 165,643,248 63.4 
263,828,376 110.7 284,802,935 109.0 
Eessimter-company SaleS .... 00.0.0). swe ome 25,593,398 10.7 23,476,200 9.0 
Consolidated: Sales =2.o51 aac. tacos aera es $238,234,978 100.0% $261 ,326,735 100.0% 


9. Anti-inflation program 


Under the federal government's anti-inflation program (presently scheduled to be in force until December 31, 1978) 
the company is subject to mandatory compliance with legislation which controls prices, profit margins, employee 
compensation and shareholder dividends. 


Management is of the opinion that the company is in compliance with the requirements of the anti-inflation 
legislation. 


10. Comparative amounts 


Certain of the 1975 figures in the accompanying financial statements have been reclassified in order to conform with 
the presentation adopted for the 1976 financial statements. 


11. Subsequent events 


Subsequent to year end, the company sold two properties held for sale. The company received cash and a short-term 
note for $1,037,000 and a mortgage for $1,200,000 which resulted in an extraordinary gain of $1,520,000 net of 
applicable income taxes of $92,000. 
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Ten year comparative summary 


Fiscal period 

Sales 

Consolidated income before extraordinary items 
Consolidated net income for period 


Consolidated income for each 
Class ‘‘A”’ and ‘‘B” share before extraordinary items 


Consolidated net income for each 
Class “‘A” and ‘‘B” share for period 


Dividends 
Per Class ‘A’ share 
Per Class “B” share 

Percentage of consolidated earnings 
paid in dividends 


Consolidated earnings re-invested in the business 
Percentage of consolidated earnings re-invested 
in the business 
Capital invested 
Long term debt 
Shareholders’ equity 
Total 
Percentage of shareholders’ equity to total investment 
Shareholders’ equity per share 
Consolidated working capital 
1972—**Fifty-two weeks ended December 31, 1972 
1972—*Fifty-two weeks ended January 2, 1972 
1971—Forty weeks ended January 3, 1971 
1968-70—Twelve months ended March 31 


1972 and subsequent years are 52 weeks ending 
approximately the end of December in each year. 


1976 
$238,234,978 
$ 559,057 
$ 2,153,708 
$ 42 
$ 1.60 
$ 1,008,277 

§ 75 
$ 75 
46.8% 

$ 1,145,431 
53.2% 

$ 14,903,941 
$ 27,546,387 
$ 42,450,328 
64.9% 

$ 20.49 
$ 8,179,863 


1975 
261,326,735 
1,881,886 


2,306,639 
4.40 


72 


1,075,496 
.80 
.80 


46.6% 


1,231,143 
53.4% 
13,440,267 
26,400,956 
39,841,223 
66.3% 
19.64 


5,110,055 


1974 
229,080,262 
1,354,921 


1,645,750 
1.01 


1.22 
1,075,496 
.80 

.80 

65.3% 
570,254 
34.7% 
13,149,557 
25,169,813 
38,319,370 
65.7% 
1orv2 


2,671,837 


1973 ote more loi 1970 1969 1968 
189,207,993 172,001,680 162,629,505 118,042,541 144,678,893 125,956,843 99,805,847 
2,204,189 1,247,582 1,504,587 1,409,910 1,885,299 1,823,393 1,697,382 
2,452,1 00 1,762,700 1,538,348 1,466,225 2,261,507 2,094,577 0,023,326 
1.64 93 AZ 1205 1.40 1.36 1.26 

1262 1.31 1.14 1.09 1.68 1.56 1.91 
1,075,496 1,075,496 1,075,496 806,622 1,075,498 1,075,498 1,075,495 
80 .80 .80 .60 .80 .80 .80 

.80 .80 .80 .60 .80 .80 .80 

43.9% 61.0% 69.9% 55.0% 47.6% 51.3% 53.2% 
1,376,604 687,204 462,852 659,603 1,186,009 1:019;079 947,831 
56.1% 39.0% 30.1% 45.0% 52.4% 48.7% 46.8% 
12,104,719 12,684,757 11,007,652 10,670,617 10,696,847 SH ST Athi TAS Es 9,923,198 
24,599,559 23,222,955 22,030,791 22,072,899 21,413,296 20,227,287 19,165,244 
36,704,278 39,907,712 33,543,403 32,743,516 32,110,143 29;905;079 29,088,442 
67.0% 64.6% 67.1% 67.4% 66.7% 67.6% 65.9% 
18.30 127 16.76 16.42 15:98 15.05 14.26 
3,339,964 3,929,331 3,274,310 3,355,441 4,249,573 3,103,157 7,683,550 
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LONDONDERRY 


Londonderry Distributors Limited continues to be the 
leading processor of aseptic bottled orange and grapefruit 
juices in Canada today. 

1975-76, however, was a bumper citrus crop-year in 
Florida, which brought adverse marketing conditions in 
Canada for the chilled citrus juice field. This market 
segment has been declining at about 3 per cent per year, 
because of the advances being made by frozen 
concentrated orange juice from Florida. 

Thus, Londonderry suffered both a sales and profit 
decline during the year. 

New product lines were introduced throughout the year 
under the “Chiquita” brand, together with a 48 oz. orange 
drink under the ‘Tropic Gem’’ brand label. It is expected 
ae improved sales will result from these additions to the 
ine. 


RESEARCH AND 
DEVELOPMENT 


The management group of Silverwood realized many 
years ago the need and the opportunities for strong tech- 
nological support of its activities. The fundamental aspects 
of our business — product composition, processing, shelf- 
life, health and nutritional concerns — demand an increas- 
ing reliance on technology and research. 

Thus, a well staffed and equipped research and devel- 
opment facility was established in London, Ontario some 
ten years ago. This research laboratory is a corporate re- 
source established and maintained under the guidance and 
control of Silverwood Industries, as a technological support 
function to all Company divisions. 

The staff is considered to be the leading dairy research 
team in Canada, and certainly among the best in the overall 
area of food research in Canada. Silverwood appreciates 
the assistance given in this area by the National Research 
Council of Canada and the Federal Department of Industry, 
Trade and Commerce. 


Londonderry 
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ROYAL OAK DAIRY, LIMITED 


Royal Oak Dairy joined the Silverwood organization on July 31, 1976, through 
acquisition by Kayesil Limited of the controlling interest from Mr. F. W. Hamilton and 
associates. This public company founded by the Hamilton family in 1898, has its own 
tradition of excellent quality and good service to consumers in Hamilton, Ontario 
and surrounding areas. Through active association with the community, their em- 
ployee team led by Dr. Donald R. Hamilton as President, has built a truly remark- 
able customer loyalty and holds a significant market share in that city. 

Royal Oak produces a full line of fluid milk products in its East Avenue processing 
facility. It operates the 45 store chain of Bantam convenience stores and 7 Astro 
Variety stores. 

Sales for this company were $18,698,373, an increase of 12 per cent over their 
previous fiscal year. Their dairy sales were 5.6 per cent higher than the prior year, 
with the bulk of the increase taking place in the first half of the year before the 
beginnings of the milk price war in the province. Net profits from the dairy declined 
because of the above factor by 16 per cent. 

Retail sales per store increased by 8 per cent in Bantam and 14 per cent in Astro 
Variety with total annual sales being $10.9 million for Bantam and $1.6 million for 
Astro. The year-end count on stores was identical to the previous year-end, but 
during the year certain less successful stores were closed and new ones opened. 
Subsequent to year-end, 3 stores were opened bringing the combined number to an 
all time high of 55. 

With the transfer of control, no change in management was made nor contem- 
plated. We look forward to a continuing harmonious relationship. 

As was mentioned, the philosophy in all divisions of Royal Oak, is one of develop- 
ing close association and loyalties within the Hamilton, Burlington and Dundas 
communities. Both the Bantam and Astro groups maintain friendly neighbourly 
stores through local presence on radio 52 weeks a year. The slogan ‘‘Reach out for 
Royal Oak’”’, is well known in the Steel City. 

Large expansion in store growth is not anticipated for 1977, but it is felt that the 
two retail divisions will become even more dominant in the overall operation of the 
Company. Profits of these divisions are not expected to show as marked an increase 
as they did in 1976, but they do expect an adequate year. 


Bantam & Astro 


Royal Oak Dairy 
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SILVERWOOD DAIRIES 


The fiscal year 1976 has been one of the most disappointing aad difficult years in the history of 
Silverwood Dairies. Sales for the year, before consolidation, were $126,629,668. 

Sales, and more particularly profits, have been impacted severely during the year by acombina- 
tion of factors. Reference has already been made in the Chairman’s remarks to the planned 
divestments and changes which have decreased the sales total. The use of fluid milk as a major 
price feature by supermarkets in Ontario, resulted in an increase in milk sales for those chains. 
This has caused a decline in milk sales in the balance of the marketplace from which Silverwood 
derives the bulk of its revenues. This factor, when combined with increased labor costs, albeit 
within the A.I.B. guidelines, and the greatly increased cost of energy, especially in the distribution 
sector, have made for unprofitable operations in the fluid milk field. 

The ice cream division has been affected across the country by an extremely cool summer, 
together with the high costs of metric conversion throughout our operating areas. Metric conver- 
sion in the fluid milk field was completed also late in 1976 in British Columbia at considerable cost 
in equipment and packaging. There was also a drop in volume because of the smaller size 
comparative units, although this decrease is expected to be only temporary. All these factors have 
resulted in a sizeable loss for 1976 in our Dairies operation. 

The only major capital renovation was undertaken as announced, in our Burnaby, B.C.,ice 
cream facility. New low-temperature ice cream storage and dry inventory storage was added, 
which in turn allowed for a complete realignment of the production lines in the processing areas. 
This work was nearing total completion at year-end. 

With the need for new packaging to conform to metric regulations, the Silverwood marketing 
group seized this opportunity to bring a fresh approach to the Silverwood ice cream product line. 
Silverwood Canadian DeLuxe Ice Cream was given a distinctive package unlike any other on the 
market today. You will note photographs elsewhere in this report, reproducing both the cartoning 
and advertising releases. 

Although in the current market environment it is difficult to plan specific results, a sales 
increase of reasonable proportions is being anticipated for 1977, along with a return to profitable 
operations. 
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General Information 


Officers 


Eric F. Findlay 
Chairman of the Board, 
President and 
Chief Executive Officer 


R. G. Pardy 
Vice President, Finance 


G. R. Carton 
Vice President, 
Legal & Corporate Affairs 


W. Sagain 


Vice President, 
Corporate Development 


W. |. Barton 
Secretary-Treasurer 


A. E. Lawrence, Jr. 
Assistant Treasurer 


N. W. Sanderson 
Assistant Secretary 


Corporate Data 


Head Office 
75 Bathurst Street, 
London, Ontario N6B 1N8 


Mailing Address 
P.O. Box 2185, 
London, Ontario N6A 4E5 


Transfer Agents 
The Canada Trust Company 
Toronto, Calgary and Vancouver 


Auditors 
Clarkson, Gordon & Co. 
Chartered Accountants 


Annual Meeting 


May 5, 1977 - 2:00 p.m. 
London, Canada 
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Mac’s Convenience Stores Limited 
Head Office, Toronto, Ontario 

President — R. S. Maich 
Treasurer — R. F. Egerdie 
Director, National Operations — E. K. Dobrucki 
General Manager Ontario Region — J. DeWit 
General Manager Western Region — R. J. Pylypiw 
General Manager Quebec Region — R. E. Bellerose 
Manager Real Estate — R. J. Livingston 
Manager Merchandising — R. C. Broadhead 


Silverwood Dairies Limited 
Head Office, Toronto, Ontario 

President — D. F. Guy 

Vice President, Finance — M. E. Duffy 

Vice President, Marketing & Sales — P. B. Knoepfli 

Vice President Ontario Division Operations 
— D. R. Barbary 

Vice President and General Manager, Western Division 
— W. M. Hadwell 


Baskin-Robbins 31 Flavour Ice Cream Stores 
Toronto, Ontario 
Regional Director — T. G. Bryant 


Royal Oak Dairy, Limited 
Head Office, Hamilton, Ontario 
President — D. R. Hamilton 
Vice President Sales — C. White 
Assistant Treasurer and Corporate Controller 
—N. B. Stimers 


Bantam Stores Limited 
Head Office, Burlington, Ontario 
President — J. Crofton 


Londonderry Distributors Limited 
Toronto, Ontario 
General Manager — W. L. Wilson 


Kayesil Limited 
Head Office, London, Ontario 


Research & Development 
London, Ontario 
Supervisor — A. G. Sargant 
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